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SUBJECT: EGYPTIAN ARREARAGES 
REF: CAIRO 6442; STATE 170871 

1. I SAW MIN OF FINANCE ABD AL-FATAH IBHAHIM AT ROMANIAN 
NATIONAL DAY RECEPTION AUG 24. HE HAD JUST RETURNED FROM 
PROTRACTED STAY IN ALEXANDRIA AND EXPECTS TO GO BACK 
THERE TOMORROW, PROBABLY UNTIL THE END OF AUGUST. 

2. IN BRIEF TALK WITH HIM, ABD AL-FATAH INDICATED HE 
HAD BEEN SENT A COPY OF MY LETTER OF AUG 20 

(CAIRO REFTEL) RE DOLLAR AND EGYPTIAN POUND ARREARAGES. 

HE PROFESSED TO BE PUZZLED ABOUT THE DOLLAR ARREARAGES. 

HE HAD BEEN TOLD BY HIS OWN MINFIN ANCE PEOPLE AND BY 
ZENDU THAT THERE ARE NO DOLLAR ARREARAGES. I RECALLED 
AN EARLIER CONVERSATION WE HAD HAD ABOUT TWO MONTHS AGO 
IN WHICH WE HAD DISCUSSED THE PERSISTENT FAILURE OF 
APPROPRIATE MINFINANCE OFFICIALS TO 
ARRANGE THAT PAYMENTS BE MADE ON DUE DATES. HE HAD 
SAID AT THE TIME THAT HE WAS AWARE OF THIS AND WAS 
ANXIOUS TO CORRECT SITUATION. THE DOLLAR ARREARAGES, 
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I NOTED, ARE LARGELY RESULT OF INTEREST CHARGES ON 
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CHRONICALLY LATE PAYMENTS. ALSO TOLD HIM I WOULD TRY 
TO GIVE HIM A DETAILED ACCOUNTING OF THE DOLLAR 
ARREARAGES. 

3. COMMENT AND ACTION REQUESTED: ALTHOUGH ABD AL- 
FATAH DID NOT SAY SO, WE KNOW THAT BOTH MINFINANCE 

OFFICIALS AND ZENDU'S OFFICE TAKE THE POSITION 
THAT 10 OR 

20 DAYS LATER PAYMENT SHOULD NOT BE PENALIZED 
BY ADDITIONAL INTEREST CHARGES. SINCE NEITHER MINFINANCE 
NOR CENTRAL BANK CLAIM TO HAVE RECORDS OF ANY SUCH 
ADDITIONAL PENALTY INTEREST CHARGES. IT IS ESSENTIAL 
THAT WE PROVIDE THE MINISTER WITH THE REQUESTED DETAILED 
ACCOUNTING IF WE ARE TO COME TO GRIPS WITH THIS PROBLEM. 
WE ALSO NEED A BETTER WAY OF BILLING THE GOE ON SUCH 
RECURRENT CHARGES. UNDERSTAND WE PRESENTLY PROVIDE 
EGYPTIAN EMBASSY IN WASHINHTON WITH SUCH BILLS TWO 
MONTHS IN ADVANCE, BUT THIS SYSTEM IS CLEARLY NOT 
WORKING LARGELY BECAUSE, IN OUR VIEW, THERE IS NO 
FOLLOW UP. RECOMMEND INSTEAD THAT SUCH BILLS BE SENT 
TO CAIRO FOR TRANSMISSION. IF THEY ARE IN FACT SENT 
OUT TWO MONTHS IN ADVANCE, THIS SHOULD ENABLE US TO 
ENSURE THAT THEY ARE SUBMITTED TO MINFINANCE IN 
PLENTY OF TIME TO AT LEAST TRY TO FOLLOW UP TO SEE 
THAT PAYMENT IS MADE ON DUE DATE. WITH EGYPTIAN 
BUREAUCRACY, THERE IS NO GUARANTEE THAT THIS WILL TAKE 
PLACE. HOWEVER, IT IS WORTH A TRY. END COMMENT. 

4. I ALSO ASKED ABD AL-FATAH IF GOE HAD GIVEN ANY 

MORE THOUGHT TO PAYMENT OF EGYPTIAN POUND ARREARAGES 
AS SUGGESTED BY UNDER SEC BENNETT SO THAT IT IS NO 
LONGER IN AN "IN DEFAULT" STATUS. ABD AL-FATAH SAID 
HEGAZI HAD BRIEFLY DISCUSSED MATTER WITH HIM IMMEDIATELY 
AFTER SECY SIMON’S VISIT, BUT THERE HAD BEEN NO DECISION 

AND NO FURTHER PERTINENT TALKS. WITHOUT SPECIFICALLY 

STATING SO, HE MADE IT CLEAR THAT HEGAZI CONTINUES TO BE 
TEPID ON THE IDEA. 
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5. COMMENT: HEGAZI CLAIMED EARLIER THAT HIS PRIMARY 
CONCERN ABOUT SUCH AS EGYPTIAN POUND TRANSFER IS ITS 
POSSIBLE INFLATIONARY EFFECT. UNDER THE PROCEDURES WE 
OUTLINED TO 

HIM, THIS HARDLY SEEMS WARRANTED. SUSPECT A 

MORE COMPELLING CONCERN IS PRECEDENT WHICH SUCH PAYMENT, 

HOWEVERNOMINAL IT MAY BE, MAY CREATE WITH HIS OTHER 
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CREDITORS AND POSSIBLE CRITICISM THAT HE HAS 

PAID OUTSTANDING USG OBLIGATIONS WITHOUT YET HAVING 

RECEIVED ANY CONCRETE US ASSISTANCE. SOME MONTHS AGO, 

HEGAZI MADE A PUBLIC STATEMENT THAT GOE'S DECISION 
RE ITS OUTSTANDING DEBTS WOULD DEPEND IN LARGE PART 
UPON THE WILLINGNESS OF ITS CREDITOR NATION TANGIBLY 
TO ASSIST EGYPT IN THE ECONOMIC SPHERE. I WILL RAISE 
THE MATTER WITH HEGAZI 
AGAIN WHEN I NEXT 
SEE HIM.EILTS 
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